136      THE     MAKING     OF     FEDERAL     INDIA
emergencies when intervention would be essentially neces-
sary ; and (3) powers in regard to reserved subjects such as
Defence and External Affairs.
As regards financial safeguards, the Governor-General's
previous sanction should be required for the introduction
of measures relating to exchange and currency. Further,
the establishment of a Reserve Bank as a preliminary to
Federation was insisted upon by the Government. Some
of the Indian delegates protested against laying down such
a condition precedent to Federation, but the Government
argued that since they intended to transfer finance to the
charge of an Indian Minister responsible to the Legislature,
it was necessary to safeguard the Secretary of State's
liabilities to British investors, civil servants and pension
holders, and also to retain India's financial prestige in the
City of London and elsewhere. The Indians were reminded
of the need of converting large loans which would mature
in the next few years and that the confidence of the City
was essential to enable India to secure favourable terms.
Then came the question of protecting British com-
mercial and industrial interests. It was agreed that the
Constitution should contain a clause " prohibiting legis-
lative or administrative discrimination in the matters set
out . . . and defining those persons and bodies to whom
the clause is to apply." The emphasis given to these
various provisions in the safeguards caused a degree of
uneasiness among some of the Indian delegates. While
they were prepared to concede them as the price of respon-
sible government, it was felt that the rigidity1 of statutory
safeguards might deprive the constitutional mechanism of
its necessary flexible elements.
Such intricate problems as those of residuary powers
(on which Indian opinion was divided, whether they should
be Federal or Provincial) and the competence of the Indian
1 The Indian delegates may be pardoned for not realising what is, of
course, the fact that, in so far as the safeguards operate through the novel
device of " special responsibilities/* that device is not operative unless and
until the ordinary machinery for good administration breaks down, i.e.
they need never become operative.

